
PPF Levy Mitigation

The levy
Every year, the PPF issues DB pension schemes in the UK 
with a levy invoice, the size of which reflects: 

• the funding level of the scheme; and

• the insolvency risk of the employers.

Funding level
Schemes can look to reduce their levy by improving the 
funding position taken into account by the PPF. Methods 
to do this include: 

• Deficit Reduction Contributions: certify the amount of 
contributions that have been paid towards the deficit 
since the last valuation

• PPF valuation: investigate the optimal time to submit a 
valuation for PPF purposes

• Contingent Assets: secure a contingent asset and certify 
it for PPF purposes 

• Bespoke investment calculations: schemes that have 
hedged risk to a large degree have the opportunity to 
obtain credit for it.

Insolvency risk
Insolvency risk is now determined by Experian and is 
based purely on financial data and is much more 
transparent. A number of employer categories exist and 
for each employer category, a number of differently 

weighted variables determine the insolvency risk each 
month. Insolvency risk is determined as an average of each 
monthly score over the 12 month period through to the 
end of March.

The key is to understand every one of the employer 
category variables in detail and the percentage of 
maximum scoring currently achieved in each. It is then 
possible to determine if any actions can be taken to 
improve these as quickly as possible.

Modelling and monitoring
Our PPF model is able to calculate your expected levy, 
given all the latest available financial information 
submitted. This allows us to monitor the expected levy 
closely every month as well as consider the effect of a 
range of different scenarios, by changing any one of the 
individual employer variables to determine the effect.

Monitoring also allows us to see immediate changes in 
insolvency risk scores. These can then be investigated and 
action taken where necessary.

A further benefit is that we are able to determine the 
optimal time to submit additional financial information or 
quantify any levy cost or saving from any proposed 
company restructuring.

The Pension Protection Fund (PPF) levies issued to Defined Benefit (DB) pension 
schemes can be a significant cost for employers. Last year there were wholesale 
changes in the calculation of  employer insolvency risk, which saw many employers 
facing substantial levy increases. With expert help, the expected levy can be 
understood, monitored and mitigated where possible.

The Grant Thornton view
Many employers will see increases in their PPF levies under the Experian insolvency model and will need advice on 
monitoring and mitigating expected levies.

Our team has a unique combination of actuarial and accounting experience to analyse the financial information of both 
the employer and the pension scheme. This allows us to understand the detail behind every possible employer variable 
and how changes to these can reduce levies, both currently and in future.

The modelling tools we have developed allow us to investigate a range of scenarios to determine the optimal solution 
for any employer.

If you have any PPF levy related issues or would like to consider monitoring your expected levies going forward more 
closely, please contact your usual Grant Thornton adviser, or any of our specialists set out overleaf.
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